
CHAPTER 2 
 

SMALL BUSINESS ELIGIBILITY 
 
 
A. GENERAL 
 
Small business concern means a concern, including its affiliates, that is independently 
owned and operated, not dominant in the field of operation in which it is bidding on 
government contracts, and qualified as a small business under the criteria and size 
standards in 13 CFR 121 (see FAR 19.102).  Such a concern is not dominant in its field 
of operation when it does not exercise a controlling or major influence on a national 
basis in a kind of business activity in which a number of business concerns are primarily 
engaged. 
 
B. CLASSIFYING PROCUREMENTS 
 
Each solicitation, which includes the Small Business Program Representations at FAR 
52.219-1, shall contain the appropriate North American Industry Classification System 
(NAICS) code and corresponding size standard for that procurement, whether or not the 
solicitation is set aside for small business (See FAR 19.3). 
 
C. DETERMINING THE NAICS CODE and SIZE STANDARD 
 
Background 
 
The North American Industry Classification System (NAICS) replaced the U.S. Standard 
Industrial Classification (SIC) system in 2002.  NAICS reshaped the way we view our 
changing economy.  The U.S., Canada, and Mexico to provide new comparability in 
statistics about business activity across America developed NAICS.  In accordance with 
13CFR124.104 SIC classifications are still applicable to the 8(a) Business Development 
Program and the Small Disadvantaged Business Program to determine eligibility.  (See 
http://www.sba.gov/library/cfrs/13cfr124.html for additional information about size 
determination for the SDB Program. ) 
 
Conversion tables between the SIC codes and NAICS codes are available at 
http://www.census.gov/epcd/www.naics.html. 
 
Determination of NAICS Codes 
 
The contracting officer shall determine the appropriate NAICS code and related small 
business size standard and include them in solicitations above the micro-purchase 
threshold. 
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If different products or services are required in the same solicitation, the solicitation shall 
identify the appropriate NAICS for each product or service.  You can locate the size 
standards at www.sba.gov/size/indextableofsize.html. 
 
The contracting officer’s determination is final unless appealed as follows: 
 
An appeal from a contracting officer’s NAICS code designation and the applicable size 
standard must be served and filed within 10 calendar days after the issuance of the 
initial solicitation. 
 
The appeal petition must be in writing and must be addressed to the 
 
Office of Hearings and Appeals 
Small Business Administration 
Suite 5900, 409 3rd Street, S.W. 
Washington, DC  20416 
 
There is no required format for the appeal, however, the appeal must include the 
solicitation or contract number; the name, address, and telephone number of the 
contracting officer.  Full statements as to why the size determination or NAICS code is 
erroneous and statement supporting the allegation; also include the name, address, 
telephone number and signature of the appellant or its attorney. 
 
The appellant must serve the appeal petition upon - 
 
The SBA official who issued the size determination;  
The contracting officer who assigned the NAICS code to the acquisition; 
The business concern whose size status is at issue; 
All persons who filed protests; and 
SBA’s Office of General Counsel. 
 
Upon receipt of a NAICS code appeal, SBA’s Office of Hearings and Appeals (OHA) will 
notify the contracting officer by a notice and order of the date OHA received the appeal, 
the docket number, and Judge assigned to the case.  The contracting officer’s response 
to the appeal, if any, must include argument and evidence (see 13 CFR 134), and must 
be received by OHA within 10 calendar days from the date of the docketing notice and 
order, unless otherwise specified by the Administrative Judge.  Upon receipt of OHA’s 
docketing notice and order, the contracting officer must immediately send to OHA a 
copy of the solicitation relating to the NAICS code appeal.  After close of record, OHA 
will issue a decision and notify the contracting officer.   
 
D. DETERMINING THE SMALL BUSINESS SIZE STANDARD 
 
Size is determined by the amount of average annual receipts or by the number of 
employees.  Service businesses generally have a size standard that would be 
determined by averaging your gross annual receipts for the last three years.  This 
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average is then linked to the NAICS code for the procurement you are looking to 
compete.  If the average annual receipts fall under the amount designated for that  
NAICS code, then the firm is considered to be small by definition.  For most 
manufacturing NAICS codes, the number of employees will be used as a size standard.  
For example, a mining firm is considered “small” if it has fewer than 500 employees.  
 
SBA’s size standard regulations and the definition of “size standards” can be found in 
Title 13 of the Code of Federal Regulations (CFR), Part 121 or FAR 19.102. 
http://www.sba.gov/size/indextableofsize.html. 
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